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1300 Perdido Street, Room 2W50 
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iasonwilliams@nola.gov 
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Kristin.Palmer@nola.gov 

Councilmember Cyndi Nguyen 
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Council Vice-President Helena Moreno 
Councilmember-At-Large 
1300 Perdido Street, Room 2W40 
New Orleans, LA 70112 

morenocouncil @ nola. gov 

Councilmember Jay H. Banks 
District “B” 

1300 Perdido Street, Room 2W10 
New Orleans, LA 70112 
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Councilmember Jared C. Brossett 
District “D” 

1300 Perdido Street, Room 2W20 
New Orleans, LA 70112 

councildistrictd @ nola.gov 


Re: Entergy New Orleans, LLC’s Revised Offer of Settlement 

Dear Councilmembers: 

As the new President and CEO of Entergy New Orleans, LLC (“ENO” or the 
“Company”), Eve spent my first two months assessing the historic challenges that have strained 
the relationship between ENO and its regulator, the New Orleans City Council. At the outset, I’d 
like to assure the Council that I take these matters very seriously and believe that reestablishing a 
constructive relationship between ENO, the Council, and the Community is paramount to 
delivering on our collective promises to the citizens of New Orleans. 

While I cannot alter the past, I am now responsible for ensuring prospective results and I 
plan to use the lessons learned to shape ENO’s future engagement with the Council and the 
Community. To that end, I’ve selected a new leadership team that will be responsive to the 
Council’s and the Community’s concerns. Fortunately, my previous executive leadership 
experiences within the energy sector are well aligned with the many initiatives that the Council 
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has stated it is interested in pursuing, including the implementation of renewables, increased 
reliability, and energy efficiency measures. I sincerely and respectfully ask that the Council 
provide us with the opportunity and time required to chart a new course as we strive to benefit all 
members of this community and renew a more productive and collaborative working 
relationship. 

To that end, I write in earnest to resolve the most pressing issue before us, the pending 
Show Cause Resolution (Resolution R-18-474) and the potential repeal of the Council’s approval 
of the New Orleans Power Station (“NOPS”) (Resolution R-18-65). The Company offers this 
comprehensive settlement package with the goals of restoring the Council’s and the 
Community’s full faith in ENO and resolving these issues completely. Below please find a 
summary of the Company’s offer, followed by a more comprehensive discussion of the proposal. 
I respectfully ask that you consider accepting this proposal so that the Company and the Council 
can renew their relationship and begin to focus ahead on advancing shared goals for the benefit 
of New Orleans. 

I. Summary of ENO’s Offer 

If the Council approves a proposal that resolves the show cause proceeding and leaves its 
NOPS approval undisturbed, the Company offers a comprehensive settlement that will do the 
following: 

(1) Provides a $5 million settlement payment to City of New Orleans within 30 days of 
approval of this proposal (i.t., the amount contemplated in the Show Cause); 

(2) Commits ENO’s leadership to undertaking third-party ethics training for management- 
level employees and a Code of Ethics designed to prevent astroturfing (in addition to the 
internal measures already taken such as vendor education and revisions of ENO’s 
procurement policies to specifically prohibit astroturfing). The Company will submit a 
plan 1 for compliance and a draft of the Code of Ethics within 30 days for Council review; 

(3) Commits to provide a mutually agreeable long-term, reliable power source to the Sewage 
& Water Board for its antiquated and costly pumps - enhancing overall customer 
service; 2 

(4) Implements additional specific efforts (details below) to reduce outages on the 
distribution system as recommended by one of the country’s foremost experts on electric 
system reliability; 


The plan will detail ENO's timeline for selecting a third-party vendor (to provide ethics training) and 
conducting the training. 

ENO will construct any mutually agreeable solution identified by ENO and S&WB as necessary for the 
reliable provision of power to S&WB and shall recover the costs of such solution through an appropriate rider or 
other cost recovery mechanism to be determined by the Council. ENO will file a detailed report with the Council 
every 30 days regarding the status of its meetings with S&WB. 
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(5) Reduces risks to customers related to NOPS’ construction and ongoing maintenance costs 
by requiring advanced periodic reporting and the Company to bear the legal burden to 
prove any costs overruns are prudent (details below); 

(6) Ensures NOPS’ continued usefulness by requiring reporting every three years on any 
available technologies that would improve its efficiency or lower its emissions (details 
below); 

(7) Contemporaneously provides the Council with the raw emissions data submitted to the 
Louisiana Department of Environmental Quality (“LDEQ”) to demonstrate compliance 
with all EPA requirements and health protections; and 

(8) Commits to pursuing alternative deal structures to hasten the potential settlement and 
ultimate approval of three large-scale solar farms currently being proposed by ENO. 

II. Discussion of Comprehensive Proposal Benefits 
a. The Show Cause Proceeding 

In the Show Cause Resolution, the Council requested that ENO show cause as to why the 
following sanctions/penalties should not be imposed: (1) a cash payment of $5 million to be paid 
in accordance with and for purposes determined by the Council; (2) a certification that each ENO 
management level employee has or will complete a third-party ethics training course; and (3) an 
ENO Code of Conduct designed to avoid a repeat of any “astroturfing” by the Company or its 
vendors. 

While the Company and the Council have different legal positions regarding whether 
sanctions/penalties can legally be imposed under these circumstances, the Company proposes 3 
the exact amount contemplated in the Show Cause Resolution, $5 million (to be paid within 30 
days of the Council’s approval of this proposal), along with a commitment to comply with the 
other two ethics requirements in items (2) and (3) above. 4 The settlement payment offered is 
significant, as it represents approximately 10% of ENO’s annual earnings. However, we are 
committed to demonstrating our commitment to public discourse based on trust and facilitating a 
more expedient return to a constructive relationship for the sake of the City of New Orleans and 
its residents. 


Under this proposed settlement, neither party would be deemed to have approved, accepted, agreed to, or 
consented to any legal or regulatory argument, position, principle, or policy asserted by the other party, and, except 
as otherwise expressly provided for in the settlement, nothing in the settlement would be considered precedent in 
future legal or regulatory proceedings. 

The Company also agrees to bear any costs associated with the Show Cause proceeding/investigation, 
including the settlement payment, and any costs paid to the Council's Independent Investigators and/or the 
Council's Advisors associated with the investigation/show cause proceeding through the approval of the settlement, 
and also any costs related to the Company’s submissions by the Company within 30 days following approval of this 
Proposal to comply with items (2) and (3) above, which are directly linked to the Show Cause Resolution. The 
Company will not seek to recover any of these costs from customers. 
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In order to avoid expensive and protracted litigation, this offer is conditioned upon the 
complete resolution of this matter, which includes the Council’s maintaining and leaving 
undisturbed the prior approval of NOPS. This Council issued a well-reasoned, 188-page 
decision to approve NOPS, finding that the plant will prevent cascading outages in the City and 
aid in hurricane restoration efforts. 

On October 31, 2018, the current Council recognized in Resolution R-18-474 that the 
conduct at issue in the Show Cause Resolution in no way affected or altered the evidentiary 
record that supported the plant’s approval and was the basis of the Council’s decision. The 
referenced evidentiary record, created over a two-year period where all parties had an 
opportunity to file testimony and cross-examine witnesses, overwhelmingly proved that NOPS is 
the quickest and least risky solution to a current and persisting reliability need. It provides a 
source of local power exactly where a much larger, older, and less environmentally friendly plant 
was located for the past 60 years. 

NOPS remains the cornerstone of ENO’s plan to address an urgent and current need to 
ensure grid reliability and stability, preventing widespread outages, and avoid an additional 
hurricane season without local generation for restoration support. Without it, the City and its 
citizens are at risk. With it, a baseline level of grid reliability will be established, clearing the 
way to pursue increases in innovative technologies without the need to be concerned about high- 
impact, widespread outages or the lack of a generating unit for hurricane responses. The 
Company has already spent $96 million as a reasonable and prudent action in reliance on the 
Council’s prior approval rendered over 10 months ago in order to bring the project into service as 
quickly as possible to mitigate these serious risks. This amount has been verified; 5 and any 
settlement of the show cause must maintain the Council’s NOPS approval. Delays would not 
only result in additional costs, but they would leave customers unnecessarily and unreasonably 
exposed to reliability risks for a longer period than is necessary. 

b. Additional Benefits of Proposal 

If the Show Cause Resolution can be fully resolved and the Council maintains its 
approval of NOPS, ENO will also firmly commit to the following additional actions and 
conditions, with the clear intention of demonstrating our determination to press the reset button 
and bring significant benefits to our customers/your constituents in the process. 

First, the Sewerage & Water Board of New Orleans (“S&WB”) has stated that it plans to 
transition from relying on its own power generation to relying on ENO for reliable and economic 
power to its facilities. Accordingly, I have met with the S&WB’s Executive Director, Ghassan 
Korban, on several occasions since joining ENO to discuss these issues. In addition, ENO and 
the S&WB have formed a Joint Reliability Team, which has met on numerous occasions in 
recent months and has produced short-term risk mitigation measures, mid-term reliability 
improvements, and long-term solutions to improve reliability to their facilities. The Team 
continues to refine the details of those plans. The Company has already implemented the 
majority of the short-term measures and has spent more than $200,000 in determining the 
feasibility of additional options for improving the reliability of its electrical supply to the 


5 


S11 attachment A, Summary of Project Costs and Construction Status 
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S&WB, including the construction of a new transmission-level substation and improvements to 
its distribution connections. 6 

ENO will agree to construct a mutually agreeable long-term solution for the S&WB, but 
NOPS remains central to the Company’s plan to maintain overall grid stability in New Orleans 
and is therefore a crucial element of this collaboration. Without the grid stability provided by 
NOPS, the measures contemplated may prove ineffective in ensuring a reliable supply of power 
to the S&WB’s facilities. Put differently, if cascading outages occur, such outages could 
interrupt service to a broad range of customers, including to any new substation or distribution- 
level improvements that are ultimately constructed to meet S&WB needs. Moreover, if a 
catastrophic event occurs, NOPS will be the local option to black-start (i.i ., the ability to self¬ 
start even when the grid is completely deenergized following, for example, a major weather 
event) or independently provide power to the S&WB as compared to the current nearest black- 
start unit, which is remote and vulnerable to transmission line damage. 

The Company also notes that the approximately 50 MW of new load represented by the 
S&WB’s transition from its own generation to Entergy’s power will increase capacity needs and 
loading on the transmission grid in the New Orleans area. NOPS is designed to mitigate this risk. 
We will continue to work closely with the S&WB and will agree to provide the Council with 
status reports every 30 days regarding the progress of this collaboration. ENO will agree to 
proceed with the implementation of the mutually determined optimal solution, and it will work 
with the Council and its Advisors regarding appropriate cost recovery mechanisms, which will 
be determined by the Council. 

Second, ENO recognizes that the distribution reliability issues initially raised by 
Councilmember Jared Brossett is an ongoing concern for the Council. During my brief tenure 
with ENO, I’ve made it a priority to meet with the men and women who operate ENO’s 
distribution grid. They are responsible for implementing ENO’s reliability programs and they 
have assured me that they take it personally when the lights go out. I wholeheartedly share in 
that sentiment. ENO has made significant investments over the last few years to improve 
distribution reliability and harden the distribution system. Those efforts are beginning to show 
results, as distribution-line-related customer interruptions decreased by 20% in 2018 as 
compared to 2017. 

Additionally, ENO engaged Quanta Technology, LLC (“Quanta”), one of the country’s 
foremost experts on electric system reliability, to review, benchmark, and recommend 
improvements to ENO’s reliability programs. ENO is in the process of determining how and 
when it can best implement Quanta’s recommendations. As further commitment to addressing 
the reliability issue, ENO will commit to take the following specific actions in response to 
certain Quanta recommendations: (1) install an additional 50 reclosers by July 1, 2019; (2) 
implement improved dispatch metrics before the third quarter of 2019 with the goal of improving 
average crew dispatch times for non-storm events to 10 minutes or less; (3) design and construct, 
in conjunction with grid modernization, projects to limit exposure to distribution-line-related 
outages to 500 customers or less per outage; and (4) provide the Council and the Council 
Advisors a detailed description of the consulting services that Internal Audit Services is 


6 


S 11 attachment B, January S&WB Update 
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performing with regard to Grid Modernization, Advanced Metering Infrastructure, Enterprise 
Asset Management, Outage Management System/Distribution Management System, Customer 
Digital and Distribution Automation, and Standard Operating Procedures and Physical and Cyber 
Security. Following the implementation of these systems, ENO will provide the Council 
Advisors with a copy of ENO-related post-implementation audit reports on the internal controls 
in these areas, with the exception of Physical and Cyber Security, which will be handled 
separately in order to protect sensitive information. 

Next, in an effort to address concerns regarding the final cost of the NOPS project, the 
Company will agree to use commercially reasonable efforts to limit its costs to the $210 million 
estimate provided and provide advance notification to the Council of any reasonably anticipated 
cost overruns. For any cost overruns that are not pre-approved, the Company will agree to bear 
the burden to prove that such costs are prudent before recovery from customers (see footnote for 
specific proposal). 7 

Similar to an airplane or an automobile, the longevity and safety of the NOPS facility 
depends on proper maintenance, and there is always the possibility that equipment will 
unexpectedly fail. Accordingly, ENO will agree to provide annual reporting regarding NOPS’ 
expected operation and maintenance costs (“O&M”) and will notify the Council of any 
reasonably expected increases, recognizing that O&M costs tend to fluctuate in the various years 
of a plant’s operation, again similar to maintenance on an automobile. The Company will bear 
the burden to prove that any prior unapproved spending over the annually reported amount is 

o 

prudent (See footnote for specific proposal). These two conditions will provide the Council and 
the public cost protections by notification of any cost increases and making the Company bear 
the burden of proving that the costs are prudent before recovery occurs. 9 

ENO also notes that is undisputed that over 80% of expected new generation constructed 
over the next 10 years will consist of gas-powered generation. There is simply no evidence or 


ENO will provide bi-monthly reports to the Council during the plant's construction detailing the 
expenditures made to date and the currently anticipated schedule for future expenditures. When ENO becomes 
aware of the need for expenditures that will exceed the cost estimates contained in Docket No. UD-16-02, ENO 
shall file a description of such expenditures to the Council for review and approval prior to making such 
expenditures. Where it is not possible to file a description of the expenditures prior to the expense being incurred (as 
in, for example, an emergency situation), ENO shall as soon as reasonably practicable, file a description of the 
expenditure, the necessity for it and the reason that advance approval could not be sought with the Council for 
review and approval, and will not be permitted to recover such costs from customers until the Council has reviewed 
the costs and approved them as prudent. 

With respect to ongoing O&M expenses for NOPS once it comes online, ENO will file quarterly reports 
with the Council detailing the expenditures during each quarter. ENO will also file with the Council for review and 
approval an annual report regarding anticipated O&M expenditures for the next twelve months. If the expenses 
during any given twelve-month period exceed those detailed in the annual report by greater than 10%, and prior 
approval has not been obtained, ENO will not be permitted to recover such expenses from customers until such time 
as the expenses have been reviewed by the Council and approved as prudent. After five years, ENO shall be allowed 
to propose any modifications to these requirements that may better inform the Council or be more suitable to meet 
its objectives. 

For both mechanisms, force majure events, such as major weather events or acts of terrorism, are 
specifically excluded. In those instances, the Company will need to focus on making necessary repairs in order to 
restore service to customers as quickly as possible. 
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analysis to support the idea that gas generation will become obsolete prior to the expiration of the 
project’s useful life. It is much more likely that customers will realize benefits from the unit well 
beyond its projected useful life, as is the case with many currently operating gas-powered units. 
It is also noteworthy that the Council does not stand alone in its approval of RICE technology, as 
its peer regulators around the country («.{ ., Arizona, Michigan, Hawaii, Texas) have recently 
approved the same technology to ensure grid stability, facilitate more renewables, provide black- 
start capability, and reduce emissions compared to older retired/retiring units. Moreover, there 
are many other jurisdictions that currently employ RICE technology to realize the referenced 
benefits. 10 Nevertheless, the Company will commit to including in its triennial IRP any 
commercially available technologies that could enhance plant efficiency, reduce emissions, or 
otherwise improve the NOPS’ cost effectiveness. ENO will incorporate this reporting into its 
triennial IRP process, such that each IRP process fully considers the availability of any 
technology that may reduce emissions and/or improve the efficiency of the plant, or its cost- 
effectiveness and weigh the costs and benefits of those improvements as part of ENO’s long¬ 
term planning process. 

As the Company has stated, NOPS is a modern, efficient, clean natural gas plant, that is 
safe for surrounding communities. The Company will commit to providing its annual emissions 
data submitted to the LDEQ to the Council and posting it on its website to demonstrate that it 
complies with all prescribed emission limits imposed on the new facility to protect health. 

Finally, the Company fully expects and eagerly anticipates that the Council will soon 
have the opportunity to approve 90MW of renewable solar generation. The Company filed an 
Application for Approval of its Renewables Portfolio, and if approved, would make New 
Orleans the 6 th ranked regulatory jurisdiction for solar penetration in the nation based on 
currently installed solar. Although the Company recognizes the benefits associated with owning 
an asset, it is also investigating alternative transaction structures that could facilitate the 
settlement of two renewable projects, totaling 70MW. With respect to the New Orleans located 
resource (i.t ., the remaining 20MW), ENO pursued the self-build option and salvaged the project 
when the counter-party refused to adhere to its bid proposal recognizing that it is the only option 
available within Orleans Parish for a large-scale farm and that it provides substantial local 
economic benefits in the tens of millions. The Company will present the alternative structures to 
the Council and all parties and has agreed, along with the other parties in the docket, to waive its 
right to a fully litigated evidentiary hearing to facilitate a quicker decision for the proposed 
resources. 

III. Conclusion 


The Company understands that the paid actor controversy has been a serious issue for the 
Council and a significant diversion of its resources. The Company’s interactions with the public 
must be rooted in trust, honesty, and transparency. The Company offers this comprehensive 
settlement in lieu of extensive and protracted litigation related not only to the matters raised in 
the Council’s Show Cause Resolution, but also regarding the legality of any repeal of the 


1 ! See attachment C, map of RICE units constructed by ENO's EPC contractor. Burns and McDonnel, which 
does not depict RICE units constructed by other EPC contractors, or RICE units currently approved by not yet in 


service. 
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Council’s prior approval of NOPS. The proposal reflects significant concessions for the matters 
raised in the Show Cause resolution and implements important provisions that will protect 
customers from unanticipated increases in the plant costs while ensuring operational and 
environmental transparency. This proposal further establishes a partnership with the S&WB 
allowing them to limit the boil-water issues that have plagued New Orleans and enabling 
important work on ENO’s distribution system to improve overall customer reliability. 

I remain excited about the potential to advance the shared goals of the Council, the 
Community, and the Company; and I thank you for your consideration of ENO’s proposal. 



Sincerely, 


cc: Clinton A. Vince, Esq. 

Brian L. Guillot, Esq. 


